Approved For Release 2000/09/13 : CJA-RDP64-00014A000100046617-0 -
CONFLORNITA L

*DOC Exempt Letter In EUR File*
£ UPLIARY

Point 1. Prepare an analysis of the trade between the (.., and Soviet bloe

eountries with the exception of foland for the .urp-se cf determining the

impact of U, . and CoCom trade controls on such trade,

67,6
Ae U. £, ¥xports to Soviet Bloc: Dropped from #22€ aillion in 19LY to

- - 7

$.8 million 1n 1,952,'{ the reafter rising to $13 million in '195'{§(primarily as
result of U.”, export controle. 194} exports composec principally of metals

and masnufacturcc, maciinery and vehicles which aleng with chemlicals, particularly
chemlcal plant anc technology, are again predominant,

1#d o
B. U, &, Isports from Soviet Blocs Dropped from $8%#6 milli.. in 9L to

§20.9 uillion in 1952Arising from $2C.4 million 1in 1953 to §38.L millicn in 1956,
primarily caused by “uscian rcialiation, Korean :ar and other reasom,“i Trport
decrcace rrimarily accounted for by manganess, chromium and fure {eccent increase:
primarily benzene, MMHMW;W which wis an
important item in 19L7-L8 émports.

Ce TImpact of Contrcls on U.., irade with Soviet Bloc: During pericd 1948-

195G im:act waz modecst because of relatively liberal licensing pelicy. Drop in
{spcrts ascumed to be in retaliation for U... zapoert controls.

During 1950-1958 controls over exyorts of ..., industry were of some
significance because of m:re etringent controls i face ¢f irncreased Soviet

demands. .5, donisl solicy v anined more estensive than other Free World

countrier thus making Free World xnon-?}.f:. procuction avallatle to Eloc butj wideh
o bleds “Fhote - Ll

Uei's could have competlad Wmn .x818 of quality and availanility.

Incresce ic imports d.e ;rimarily tc benzene purchases fram Usli.SeRe

De Future frospeocts far L., Trade wit~ Soviet Bloe: will depend on (1)

the character »¥ .. trade control objectives; (2} ‘e need of the Soviet bloc
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for U, i. exports (extensive in field of tectmology, plant and materisls in
electronice, metals, communications, metal rolling‘milln, chemical plant
proceeses, ircn ore processing and advance: rafrlgeration ggmnt); (3)
w :f%o;lt bleec to finance " .l . sxports (»ammteﬂ” %{;&Jt‘o §2(C million
per year within next several years); (L) level and scope of multilateral controls;
(5) level anc scope of U.c. unilateral sxport controls; o«nd (£) availability of
alternative scurces ocutside Inited States.

fon
Point 2, As a collary to roint 1. above analyze the effectiveness of U.:.
l\

unilateral controls in the lipht of current U, . Fconomic Defense tolicys

As U.., Control (bjectives. Deny or limit the flow to the Sovict blec of

goods, tecinulogy and services where such action would significantly retard
or 1limit the growth cf the Sovict bloc's war otential with re.ard to both ite
direct »ilitary machine and the industrial base t¢ support and acdvance its fm

ALF b taletvg b

military wachine. Thie objective i+, . izs a selcctive contrel concept bu%accu*d
,».G_f

ipclude (a) the institution of a total emvargo or (b) a broadenin; to include

selective messures cdesigned to resirict or retard vloc abllity to =xpand and/or

intersify econcmic penetrat on an¢ warfare measures agalrnsgt tne Fres Werld.

B. Effectiveneses of L,”. l.port Con.rels.

1, U. . Unilatcral Controls
T‘J’ ‘ e
(a) Itunn otgx which -Heby eaport contrels deemed effeectives ,Ex&eptwh*«

ip the case of-technical dats {(discusscd. later) U.o. unileteral controls in this

area are effectlve in achleving il.7, obLjectives.

(b) Items other than B.l. under presumpticn for denial: iffectiveness
questionable and derived mainly frem moral, political or psychological rcasonse

(c) Itemz requiring license tut uncer iresunption for aprrovals
Effcetivoness queztionable and generally noneexistent but procscure dremed valuable

COrTO T TIAL

Approved For Release 2000/09/13 : CIA-RDP64-00014A000100040017-0




Approved For Release 20068843 Y &tk RDP64-00014A000100040017-0
-3 -

in terms of both sveurity and foreign policy considerations since It provides
admini strotive leewa; for changes in pclicy and opportunity for qualitative or
quantitative determinations, {This category plus the one lsmadiately following
covers 90% or more of the total trade areag).

(d) Items un er Cencral 'icenze: No poliey objective considered
rossicle of attatrment through conirel of these Ltems.

(e) Technical Deta: Under existing licensing pclicles the technical
data under denial presumption covers a relatively rarrcw fleld « principally
rel:ted to ite & ¢r commodities for which there is an export denial policy. This
area is under acti:gq study and & more e. tensive technical data denial policy
covering the m of laborawry\ and pillot plm*/;d.velopmnta 7o commerclial
plant and process opsration would undoubtedly increase the ef ectiveness, .articularly
with respect to certaln industrial ar<as in which it is kncwn the bloc is
significantly deficient.

C. Heagurec to Incroase & fectiveness of ..., Unilateral Conirele:

1ls Anti-fructration messures. Measures designecd to restrict the

ability of other Free World countries - through the utilisation of U.¢. materials,
. ,;,om%f./

equipment, technology or services - tc frustrate .. . unilateral controle widd: in

many cases increase tre effcctiveness of U.S. unilateral controlss "o problem

foreseen in application of usual measures teve~ ioward Free World countries :on a

caze-by-caste basis providing for consideration of foreigr policy and cthsr relevant
A4l 4 .

2. ‘Treasury Iransaction Lontrols. Apipllcation cf Treasury wransaclicn
wlaes VY A
controle tc'\s?.L o unilateral contrelled iteme would undou tedly increase the

effectiveness of thore confrols’but wideepreacd application would raise sericus
dosestic -nd foreign policy problems. bCon:zideration miihi be pivern ¢ (a) msndatory
application of such conirols ‘or transactions of U.-. firms domiciled in the ..5.,
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(b) case-by-case consideration of oth-r tran:tactions involving i.C. firme cr
their subsidlaries takiny into account 8ll relevant factore., State opposes any
expansion of such conirols on the bseis of raising important foreign relations
prcolems and Treasury would oppowe expansion whaere ef ectiveness is not clearly
demonstrable,

D. WViolatione of :,:. ixport Controls. Diversion: asetrensolipritwis cf

e embargoed commodities to Soviet blee dectinaticns have been increasing. The/

principal areie ars electronic testing and reasurin; equipment, electronic

co-ponents, rerearch laboratcry equipment ard coron materials.

Foint 3. Analyze and present for policy eonsicderaticn the trend within the “oCom

in support of ecoromic cdefensed

(a) Is suppert for economic cefense as presently limited by the CoCom lists

strony enough % maintein the status quo or is ther. a prospect for further

weakening?
(b) Are the present CoCox conirols acequate to achieve 8 substantial impact

cn_the military potential of the Sovict Union (Defense Department's Judgment seamed

tc be toc the cocntrary)?

Support for the maintenance of 2 multilatersl trade control system and list

exists because of (1) impact on the Sino-foviet bloe; (2) an operating orpaniration
C/d.i‘.«/ﬁ o
quickly able to adjust conircls in the event of muv& internationsl situations,

o,

and (3) commercial acdvantage P S @CIUSE
of ii.fe mere roetrictive licensing policies. ¥No planned deter-ined attack on
exizting CoCom controls ioreseen in ths near future althourh undoubtedly adjust-
ments, both upward and downward, will ve projoszd in 1959 1list review.

The 1958 relaxation of CoCom econtrols constituted a marked woakening of the

impact cn the mililary potential of the Soviei bloe wren viewed cn an ite: by item
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basise However, the marginal impact of the overall control system in delaying
cr deterring the bulldup of tue Sino-Soviet bloc war potential was not materially
reduced by the reecent relaxation and, on balance, is coneldered to still be an

effsctive deterrent.

Point Le PMinally this Tes. Croup should present for concideration conclusions

as to the implementation of current BSC polic¢y in achieving the current policy's

stated objectives,

(n the whole, the cnrrent ecmowic def nee policy %propriauly

:JM/”/""“/["*‘/ P, ,?;;, *«Fv LW T . ﬂw',»f' ;(“j«# ?" re &t
T Y B b o

implemented -
In: some minor rerpects, namely, the coordination of actions and measures of a
widely diverse nature involving many agencies and departments, as well as
American business, xmight be glven greater aJtontion,thnnaﬁr13&?1"Hk&ﬂ113§3§%10£4
2 reguleply-crmmi

A second arca 1s the posslbility of a closer tie-in of we CoCom t¢ the

NATC organizaticn whereln greater concorn from a security st.and, cint and growing
occncern cver Soviet economlc warfare anc penetration activities is evident.
Creater attention might well be glven to the ai ects of the Fest-ue:t exchange

program upon the achievement «f the cbjectives of the econumic defense policy, svew

LRSI he R e et o Xclango-prorram- 1 TR T T B F 0L i Pary-efethe. sconcais detence
Lastly, the more efiecctive control of :echnica: data is an area n whieh it
J{H/, "\(’4{

appears that a ~implementation «f the economic def nse policy mi; nt
well be achieved., This, 'owever, i# an area which is under active consideration
by the Department of Commcrce and will s ortly be a subject fur comsideration by its

Acvizery Commitiee on Fxport olicy.
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